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SUBJECT: FISCAL YEAR 2007-08 POLICY ON EMPLOYEE SALARY COMPRESSION

The following establishes policy for the distribution of funds authorized in the 2007 Appropriations Bill, when
signed into law by the Governor, for the purpose of addressing employee salary compression. The policy
covers basic guidelines for implementing the plan recommended in the October 28, 2005, Department of
Personnel and Tennessee State Employees Association Joint Study of Salary Compression report, as well
as specific guidelines for Fiscal Year 2007-08.

Plan Implementation Guidelines

Covered employees include all regular, interim and seasonal full-time employees in job classifications with
salary grades 5 through 43 and in job classifications included in the Information Technology Compensation
Plan. The plan provides for dividing the ranges of each salary grade into 14 increments (15 steps) and
placing each employee on the step in his or her class salary range corresponding with the employee’s total
years of state service in accordance with the following schedule:

Step Years of Service Step Years of Service
1 <2 9 1810 <21
2 2to<4 10 21t0<24
3 410<6 11 241t0< 27
4 6to<8 12 2710< 30
5 8to<10 13 30 +
6 10to< 12 14 -
7 12to< 15 15
8 15t0< 18
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Attachment A provides the rate schedule for full compression plan implementation for salary grades 5
through 43 and Attachment B provides the rate schedule for Information Technology classes. Employees
currently compensated above the rates on the schedule corresponding to their length of service will not be
eligible for a compression adjustment. No employee shall receive more than a $10,000 annual increase as
a result of full compression plan implementation.

Fiscal Year 2007-08 Implementation

Funds appropriated in Fiscal Year 2007-08 to address employee salary compression cover an additional
one-third of the cost of full implementation. Accordingly, in Fiscal Year 2007-08, employees are eligible to
receive 50% of the amount they would be due if compression plan guidelines were fully implemented. No
employee shall receive more than $3,400 annually ($283 monthly) as a result of Fiscal Year 2007-08
compression plan implementation.

In order to receive a compression adjustment, employees must be actively employed (not on terminal
leave) on June 30, 2007. Compression adjustments are based on each employee’s job classification, salary
grade and length of state service as of June 30 and will follow implementation of the 3% general increase.

Calculating Compression Adjustments for Eligible Employees
The following method shall be used for calculating Fiscal Year 2007-08 compression salary adjustments:

Calculate the difference between each employee’s monthly salary after the 3% general increase and the
monthly salary on the rate schedule provided in Attachment A or B corresponding to the employee’s June
30 length of state service and class salary grade. Multiply this difference by 50% (.50) up to a maximum of
$283 ($3,400 annualized). The result represents 50% of remaining full implementation and is the monthly
increase the employee is eligible to receive from Fiscal Year 2007-08 compression plan implementation.
Attachment C provides examples of how this method is applied.

When rounding monthly amounts to the nearest whole dollar, the decimal should be taken to thousandths.
If the decimal is .495 or greater, the results should be rounded up to the nearest whole dollar. If the
decimal is .494 or less the results should be rounded down to the nearest whole dollar. For example, if the
monthly salary is $2,084.495, the salary should be rounded up to $2,085. If the monthly salary is
$2,084.494, the salary should be rounded down to $2,084.

It is important to note that any compression adjustment will be calculated using the employee’s salary as of
June 30, 2007 after the 3% general increase has been applied, the salary range associated with their
current job classification and their state service as of June 30, 2007.

Pay differentials, however, must be removed to calculate the compression adjustment and then added back
to employee salaries. Pay differentials include working out of class, assignment differentials and shift
differentials.

Denial of Compression Adjustments Based on Performance
Employees who are ineligible for the 3% increase and compression adjustment due to unsatisfactory

performance should be notified in writing of the denial and provided with a detailed explanation of the
reasons for the denial. Employees whose increases are being denied have the opportunity to respond to
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the department or agency head, either orally or in writing. If the department or agency head sustains the
denial, a letter documenting this decision must be sent to the Commissioner of the Department of Human
Resources by July 9, 2007. Should the employee’s performance improve to a satisfactory level later in the
fiscal year, the employee must be given the 3% increase and the full monthly compression adjustment the
employee was scheduled to receive in FY 2007-08 effective at the beginning of the pay period following the
improved performance, no later than June 16, 2008. The appointing authority must submit written
documentation supporting the employee’s improved performance before the increase will be processed.

Denial or Reduction of Compression Adjustments for Executive Service Employees

Compression adjustments for executive service employees may be denied or reduced by the employees’
appointing authority for reasons other than performance. The impact that the compression plan has on
existing salary relationships within each agency’s executive service workforce should be reviewed to
determine if the projected compression rates are acceptable within the agency’s organization. Each
agency will receive a report listing all executive service employees and their projected compression
adjustments, if applicable, within the next few days in order to assist with the review process. If
implementation of the plan negatively impacts these relationships, the compression adjustments may be
denied or reduced. In order to deny or reduce a compression adjustment the appointing authority must
submit a letter to the Commissioner of the Department of Human Resources indicating the reasons for the
denial or reduction by July 9, 2007.

Guidelines for processing Fiscal Year 2007-08 compression adjustments will be addressed in a separate
memorandum to agency personnel officers.

DES:MDG:PL

copy: Human Resource Officers
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RATE SCHEDULE - FULL SALARY COMPRESSION PLAN IMPLEMENTATION
ADJUSTED BY 3% FOR FY 2007-08 ACROSS-THE-BOARD INCREASE

EFFECTIVE JULY 1, 2007
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